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Ha hava eondderad your amplication for exerption from Federal income tax
1m an oroanzation degaribed in section S01{c)(3) of the Intermal Revenue

o~

a e (‘)T‘ Triag R

Thedntoo eat e daeloaes that ven were organized as an association under

Tedlwie i Tanveyry o af 1704,

ey sy Eepeat Ty gragis Al arriata to nromote are in the _
W, gy arsndioabion avy aaaes for e mopbers to dianlay, oourtesy
paintinm ar Teen! businoaaan, rovides art clagses to the ganeral
ratilic, overate s an are agallery opan to the general moblic and provides
An oart atore for oaophaere ta riirchase supplies,  Your artists are allownd
to aa]l rheir worka o art vhich ace on display {n local husinesses and
Cet are s ety in voar aallerys Your oraanization was collectine 0
B¢ crrmiicainng an art =ales,  Your oraanization was also colletina a |3 oc
B ~ormiseion an ort classss ennfucted by membetrs and non-mombers
rnah e apermdearion, Yo have decidsd to discontinue chareaine the
e e onoart o eadosm oand Fhe aseaciation will no longer take an active
rola in il ery @alna althounh yvour artists «ill be allowed o handle
thaedr oum enles,

“wrbershin in vour orqinization is opea to the gereral public for a §J
annual dnes,  Your income has been from dues, store gales and art sales.,
vaur Aishireements are for the store costg, artists portion of art sales
nrica and airh temg ag ovamtage and {insurance,

Qertion S01{¢) of the Intrrnal Povenua Code of 1954 Aescribes certain
araanizat ionn exormt From ineone tax onder section 501(a) and reads, in
mart, ag follows:

"{3) rorporations, aad any communicy chest, fund, aor foundatinn
oraanized and operatad exclusively for reliaious, charitable,
sclentific, tastinag for public safety, litarary, or educational
nurposes, or ko foster ratlonal or international ama:eur sports
competition (but only il no part of its activities involve the
provision of athletic facilities or equipment), or for the prevention
of cruzlty tn children or animais, no part of the net earnings of
which inures to the benefit of any private shareholder or individual,
no suhgcantial part of the activities of which ie carrying on
nropaganda, or otherwise attemoting, to influence leqislation,
(except as otherwls? provided in subsection (h)), and which does not




markicinate in, or interveno in (includinqs@ﬂa publighing or
Marritnticn ~F akaverent 2) . any nelirical campalar on bhehalf nf anv
eandi Aato (e ~Apblie nffien,”

Tn Andor Foroan areanjration ta qualify for exerption from Federal inesnc
tax e o armanizarion Aescribed in section S01(e)(3) of the Code of
1064, it mast be horh ornanizad and operated exclusively for any one or
more of £ puroasne et forty in that section of the law,

Mareover, A oardanization is not orqanized or operated exclusively for
ampoAar mnra af Ehe pirpoaes anocifisd in ascrion 501(@)(3) anless it
gevyven s lie vathor than a onrjvata fnterest. To meet thic
rowiiiroment it fa paecaasry faroan oraqanization to estahlisty et it g
not araanizer or o oowratad for Lhe Sonefit of private interests,

Taverns Malina G6-179, 109661 o o1 133, bolda that an oraanization rhat
Contoara and develoss BEhe arks hny eponsaring a public art eghibit ar ohi-
the worke of unkn out, nromisineg artists are aqratuitonsly disolavrord oo
e Fr Far svenmrion andar coction SN () () of the Onde, The
oranni{zation nee pat aall ar Affer Bhe daplavad uarks for sale,

aeventes D0linag 71704 0 1a71.7 o 0, 123, holds that a cooperative st
aallery farmnd and avotated by a oronp nf artists for the murwse of
exhihiting and aslling thots varks does not cualify tor reenanitinn of
avormbion from Pedoral {ncome tay andar section S0L{eY(3) nf the "ndn,

Payanie Myling 76162, 1076-1 2,7, 151, holds that a non~nprofit
oraanization formed by art ratrona to cromate community unslerstandinag ¢
Modern art trende by aelezcing for oshibit, exhibiting, and selling art
warka of local artista, retainina » commission on sales less than
oustanary coremraial charaes Adosa not mualify For exemption under aaction
B0Y{c)(3) of the Ondn,

™e tart "charitahie® traditionally corried with it a connntation of
*ouhlic banefit® as recomized 4in Soction 1,500(c)(3)=-1(M){1)(i1) nf the
Requlations, Therefoare, to b2 recoqnized as exempt under section
501(c)(3) of the Cnds, an orqanizatio must he organized and operated
exclueively for charitable nurnoses: mist sarve a public intorest, and
mst ot Be operated far the bhenefit of private interests,

As in the casa nf Revenue Ruling 76-152, the artists in vonr cane are
heina directl henefitted nv the avhibitinn and sal> of their works, wits
the result that a majoy a.tivity of the organization {s servina the
nrivate interests of thoge artists whose wvorks are dAisplayed for sale.
Pven thoudh vour organization no lonager handles sales »f art, vour




avhibitors are allewe? to sell rraaulting in &. :;li !h**tantial benefit

to the individual artista, 'This cannot be dimjmred & meroly incidental
to vour rurposes and activities, k

Furthermore, vour arrangement wvhich provides ‘{mx"~ tnstr‘ur:t.nra with . ro
BB of vour class tuitions also results inkbengfit to Aindividuals,

vour art store activitv provides a eewim to m:mm and does not
promote art rducatinn of the aeneral p\mllc. Y

Most of vour activities are designed with the interest of your
incormorators and/or membership in mind rather than the general public.

Ve have concluded that you are not entitled to axemption fron Federal
income tay as an oraanization Aescribed in seation 501(c)(3) of the “odr,
inagsmich as vou are nnt oraanized and operated exclugively for one or
more of the exermt purpnsss specified in that soetion,

Aga provided by section 61N04(c¢) of the Internal Revenue Code of 1954 and
the applicable regulations, the appropriate State officials are being
nntified of our determinatiom,

"mt{} anch time as ynu establish your exermpt status for Federal income
tay pironses, contributions made to you are not deductible by the donoras
nn their individual tax returns,

If you are in agreement with this proposed determination, we request that
voil sian and return the enclosed agreement Form. 601 Please note the
instructions for signing on the reverse side 0E thi form,

1€ you are not in agreement with this propnsed detemination, we
recommend that you roquest a hearing with our office of Regional Director
of Appeala, Your request for a hearing should include a written appeal
aqivina the facts, law, and any other information to support your position
as explained in the enclosed Publication 892, You will then bo contacted
to arranqge a date for a hearing, The “earing may be’ held at the office
of reqgiunal Director of Appeals or, if you request, at a mutnally
conveniant District Office. A self-addressed anvelope iz enclosed,

1f we o not hear from you within 30 days from the date of this letter,
and you do not protest this proposed determination in a timeiy manner, it
will be considered by the Internal Revenue Service as a failure to
nxhaust available acministrative remedies and will then become our final
determination, Section 7428(1)(2) of the Taternal Revenue Code provides
in part that, "A declaratory judgement or decree under this section shall




Al e daened dnoany aracesding unless the Tax Court, the Tourk of
Flafme, ar rha aiakriet covrt nf tha tinftad States for the District of
Tolumnin Odnearnines that the araganization involved has exhausted
admin{utratjve romediss availabhle to {t within the' Internal Revenus
“ervien,® < o

Singnraly voura,

Watriot Mirnetory
e lastpees
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